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Honorable Chairs Cabanilla and Nakashima, and Members of the House Committee on
Housing and the House Committee on Labor & Public Employment, thank you for the
opportunity to provide you with comments regarding Senate Bill (S.B.) 1118, Senate
Draft (SD) 1 relating to the Hawaii Public Housing Authority.

My name is David Gierlach, and I am the Chair of the Hawaii Pacific Housing Authority
Board of Directors (BOARD). The BOARD strongly supports the enactment of this
measure, which would authorize the BOARD to set the salaries of the Executive
Director, the Executive Assistant, and other key management personnel subject to
Federal limitations.

I agreed to sit on the Board because it seems the Govemor and the Legislature are truly
committed to at long last fixing our public housing problem.

As you know too well, the HPHA has for many years been mired in problems, with nine
executive directors since the year 2000. Historically, we have not had people with the
appropriate skills and training to run this agency and its significant budget. Therefore,
the BOARD believes that this measure is a crucial step to make HPHA not only
accountable, but successful in its important task of caring for the least among us.
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The U.S. Department of Housing and Urban Development (HUD) provides the HPHA
with 86% of its funding, and yet Section 356D-2(b) Hawaii Revised Statutes (HRS),
controls the amount of compensation we can pay to key employees with FEDERAL
FUNDS. Currently, the Executive Director's salary is limited to eighty-five percent of
that of the Director of Human Resources Development. This limitation severely inhibits
the ability of the BOARD to recruit and retain qualified personnel with the necessary
skills and experience to run a PHA of this size.

Mainland counterparts of PHAs of the HPHA’s size and capacity are not limited in the
way that the HPHA is. In fact, according to recent HUD estimates, the typical PHA
nationwide with more than 2,500 housing units pays a median yearly salary of
approximately $155,000 for an Executive Director. Similarly, the audit/financial
requirements of our agency are among the most complex in government, yet the pay we
can offer to qualified individuals (who should be CPAs) makes even a bookkeeper feel
insulted. This in turn impacts the ratings received by the agency in financial and
management audits, as well as other HUD scores, such as the Real Estate Assessment
Center’s (REAC‘s) Public Housing Assessment System (PHAS), which currently rates
the HPHA currently as "Substandard Management", and the Section 8 Management
Assessment Program (SEMAP). For example, our Chief Financial Management
Advisor position has been vacant since 2009 because the pay does not adequately
compensate any qualified applicants. Even when new entrants into the field are willing
to work at our sub-par pay scales, as soon as they are trained in the intricacies of public
housing and government accounting, they are lured away by other agencies at twice the
salary.

Furthermore, with the agency moving toward more public/private partnerships, it is vital
that the HPHA be able to hire qualified personnel at something approaching comparable
private sector salaries (using our federal monies to do so). We have until now been
penny wise and pound foolish because, instead of paying for qualified folks at the start,
we end up paying hundreds of thousands of dollars per yearfor outside consultants to
fix problems that should not have occurred in the first place.

Over the past year, with the leadership and guidance of Executive Director Hakim
Ouansafi, the HPHA is making great strides, including:

1. Providing a large number of new vouchers to applicants on the Section 8 waitlist.
2. Receiving $1.4 million more in Federal money, and awarded a Neighborhood

Choice planning grant.
Reduced vacant units by 17%.
Reduced general expenses by $3.5 million.
Cut administrative costs by over 1 million.
Improved average occupancy to 93%.
Improved our account receivable by $2.8 million.
Improved our uncollectable accounts by over $2.25 million.9°.“P".°‘.4>$*~‘

However, there is so much more that can be accomplished if the agency were able to
hire more highly skilled employees that could further improve the HPHA, and better
serve the thousands of our low income tenants.
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HUD issued Notice PIH-2011-48 (HA) on August 26, 2011, to provide guidance to PHAs
on reporting executive compensation information and conducting comparability
analyses when determining executive director compensation levels (HUD Notice). This
HUD Notice directed a new requirement for PHA Boards of Directors to follow when
determining executive director compensation based on the HUD appropriations act for
Federal Fiscal Year 2012. Section 356D-2, HRS, establishes the HPHA and provides
for the HPHA to employ an executive director. Under the current statute, the salary of
the executive director is determined by the Board of Directors “not to exceed eighty-five
per cent of the salary of the Director of Human Resources Development."

The HUD Notice requires PHA Boards of Directors to conduct a comparability analysis
when determining executive director compensation levels, and to certify that such an
analysis has been performed. The comparability analysis may include analyzing the
compensation provided to comparable PHA executive directors, to comparable state
and local public officials, and to comparable private sector executives. The HUD Notice
further requires the Board of Directors to retain comparability information and provide it
to HUD if requested, and to certify annually that the executive director's compensation
has been determined by a process that includes a comparability analysis.

HUD may impose severe monetary penalties for PHA non-compliance with the HUD
Notice. According to a letter dated December 13, 2011 from the HUD Deputy Assistant
Secretary for Field Operations, the enabling legislation will go into force on March 17,
2012, and HUD Field Offices will be monitoring PHAs within theirjurisdictions to ensure
compliance with this new statutory requirement, imposing monetary sanctions for non-
compliance.

For most PHAs, compliance will not be difficult, since PHA Boards of Directors will be
able to make a policy change by administrative action. HPHA is unique insofar as State
law must be amended priorto compliance. With the current language of Section 356D-
2, the HPHA Board of Directors does not have the authority to set the executive
director's compensation based on a comparability analysis if the analysis indicates that
compensation should be in excess of eighty-five percent of the salary paid to the
Director of Human Resources Development.

I appreciate the opportunity to provide the House Committee on Housing and the House
Committee on Labor & Public Employment with the BOARD's position regarding S.B.
1118, SD1. I respectfully request the Committees to pass this measure favorably, and
thank you very much for your dedicated support.
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Honorable Chairs Cabanilla and Nakashima, and Members of the House Committee on
Housing and the House Committee on Labor & Public Employment, thank you for the
opportunity to provide you with comments regarding Senate Bill (S.B.) 1118, Senate
Draft (SD) 1 relating to the Hawaii Public Housing Authority.

The Hawaii Public Housing Authority (HPHA) strongly supports the enactment of this
measure, which would authorize the HPHA Board of Directors (BOARD) to set the
salaries of the Executive Director, the Executive Assistant, and other key management
personnel subject to federal limitations.

As you may know, the HPHA is 86% Federally funded, and over 95% of the salaries
at the HPHA are Federally funded, or funded through rental receipts. Because of this,
The United States Department of Housing and Urban Development (HUD) has
mandated that Public Housing Agency Boards across the nation be responsible in
governing their respective PHAs. However, Section 356D-2(b), Hawaii Revised
Statutes (HRS), provides for the HPHA to employ personnel, including an Executive
director and an Executive assistant, but controls the amount of compensation provided
thereto. This provision needs to be amended to provide the BOARD with the autonomy
necessary to manage its affairs more expeditiously and efficiently, consistent with HUD
funding and guidelines.
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The HPHA appreciates the opportunity to provide the House Committee on Housing
and the House Committee on Labor & Public Employment with the agency’s position
regarding S.B. No. 1118, SD1. We respectfully request the Committees to pass this
measure favorably, and we thank you very much for your dedicated support.

Attachments (3)

Notice: PIH-2011-48 (HA), Issued August 26, 2011

Letter from Donald J. La Voy, Deputy Assistant Secretary, Office of Field
Operations, U.S. Department of Housing and Urban Development, received
December 13, 2011

PHA Compensation



PUBLIC HOUSING AUTHORITY COMPENSATION

Background

Alter concems were raised about the level of compensation being paid to some public housing authority
(PHA) leaders, in August 201 l HUD reached out to PHAs to require them to provide data on the 2010
compensation for their top five highest compensated employees. This data collection was modeled on the
information the IRS requires nonprofit agencies to report on compensation.

After this request was made, the appropriations bill setting HUD’s 2012 budget established a one-year cap
of $155,500 on the federal contribution that a PHA could use towards a housing authority executive
salary. Any amount of salary above that level must be paid for with other funds. The cap applies only to
salary and not to any other fom1 of cash compensation. And it only applies for FY 2012.

The 2010 data collected shows that the vast majority of PHA executives - 97% -- eam less than $155,500
in total cash compensation. The average cash compensation of a housing authority executive director was
$82,299, and 93% earned less than $125,000 annually. By way of comparison, only 21% of the highest
paid PHA executives eamed more than the median for non-profit executives of similar sized
organizations. The data also shows, however, that there are outlier Pl-{As that pay certain employees a
level of compensation that is clearly excessive.

While PHAs are administered by the states and their employees are state rather than federal employees,
PHAs administer significant federal resources and as such must adhere to federal standards of fiscal
responsibility. HUD therefore is determined to take aggressive additional measures to promote the
responsible and efficient use of federal funds by PHAs, and to that end is announcing a set of caps on
PHA employee compensation provided with federal funding.

Protecting Taxpayers

HUD is proposing to align PHA compensation with the tiers of the federal govemment pay system and
close an important loophole in the 2012 congressionally established salary cap. The use of tiers will
ensure that pay ranges are commensurate with the size and number of units in housing authorities.

Total Unit Size Cap Range (max includes location adjustment)
<250 $74,628-$88,349 (GS ll/I0)
250-1249 $106,369-$125-926 (GS I3/10)
1250+ $147,857-$155,500 (GS I5/10)

These caps would be indexed to federal govemment salary scales, taking effect in fiscal year 2013 and
remaining in place indefinitely. Unlike the current cap in place for FY 2012, these caps are limits on total
cash compensation, notjust salary. We have found that at the highest paying PHAs many executives
receive a significant share of their compensation through bonuses. So the current cap essentially leaves a



loophole that could be used to continue to provide excessive pay through bonuses. The changes
announced here will close that loophole.

We want to work with Congress to put in place this permanent solution, but we will not wait if Congress
fails to act. So today we are announcing that we will take executive action to put this cap in place in Fiscal
Year 2013 under our own regulations if necessary.

Notes on the 2010 Data

In an effort to increase transparency in this area, we are releasing a summary of the 2010 data that has led
to these changes. it is important to note several key limitations on the infonnation as collected. First, as
the data predates the imposition of the FY 2012 cap, it does not reflect the changes that PHAs have made
to comply with the cap. Second, the data reflects total cash compensation, whereas the 2012 cap relates
only to salary compensation (excluding bonuses). Finally, the data does not distinguish between
compensation paid for with federal resources and that paid with non federal resources. Given these
limitations, we are requiring more comprehensive and detailed annual disclosure going forward, which
will help us better track the pay levels at the PHAs.

Tables 1 to 3 show the range ofcompensation for the highest paid PHA employee, organized by HUD
region and then by size of agency within each region. We believe that this format will make it easier for
PHA boards to compare their pay with those of comparable PHAs, and to more easily comply with the
new caps that HUD will implement.

How to read these tables:

0 The range created by the 25"‘ percentile to the 75¢ percentile reflects the compensation range for
50% of the highest paid employees within the subgroup. This is a useful benchmark for
considering the generally competitive range for total compensation.

I The median is the compensation at the center point of the range, at which there are an equal
number of employees eaming above and below that amount.

For example, among the 27 agencies of more than 1,250 units in Region 2 (New York and New Jersey),
the median compensation of the highest paid PHA employee in 2010 was $131,835; half of the agencieshighest paid employees were compensated between $102,225 and $l54,0l3.

Region key:

Region 1: Connecticut, Vermont, Massachusetts, Maine, New Hampshire, Rhoda Island;

Region 2: New York, New lersey;

Region 3: Pennsylvania, Virginia, West Virginia, Maryland, Delaware, Washington, D.C.;

Region 4: Alabama, Florida, Georgia, Kentucky, Mississippi, North Carolina, South Carolina, Tennessee, Puerto
Rico. U.S. Virgin Islands;

Region 5: Illinois, Indiana, Michigan, Minnesota, Ohio, Wisconsin;

Region 6: Arkansas, Louisiana, New Mexico. Oklahoma, Texas;



Region 7: Kansas, lowa, Missouri, Nebraska;

Region 8: Colorado, Montana, North Dakota, South Dakom, Utah, Wyoming;

Region 9: California, Arizona, Hawaii, Nevada;

Region 10: Washington, Alaska, ldaho, Oregon;

Table 1. Agencies 1,250 l-IUD units and above

 mmnm
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ALL AGENClES 449 $94,522 $115,615 $147,100
Region 1 35 $99,644 $117,035 $139,999

Region 2 27 $102,225 $131,835 $154,013

Region 3 56 $92,043 $116,666 $145,303

Region 4 105 $98,599 $126,028 $161,318

Region 5 67 $87,584 $100,235 $130,975

Region 6 50 $90,696 $107,555 $153,332

Region 7 16 $78,387 $101,112 $119,694

Region 8 15 $71,328 $101,109 $1 15,908

Region 9 59 $115,251 $140,323 $167,545

Region 10 19 $100,152 $107,152 $145,362

‘Includes salary and bonuses, but excludes benefits and other allowances



Table 2. Agencies 250 to 1,249 I-IUD units
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Agencies 250 to 1,249 units 1,112 $63,208 $75,609 $93,391

Region 1 89 $70,453 $80,164 $96,657

Region 2 106 $72,613 $91,326 $116,926

Region 3 97 $67,669 $79,093 $91,619

Region 4 277 $64,793 $77,158 $97,214

Region 5 193 $59,907 $70,362 $83,413

Region 6 158 $55,261 $72,532 $82,000

Region 7 79 $55,337 $65,136 $74,469

Region 8 35 $57,154 $75,714 $95,112

Region 9 48 $75,549 $101,081 $122,938

Region 10 30 $62,162 $74,897 $90,000

*lncludes salary and bonuses, but excludes benefits and other allowances



Table 3. Agencies less than 250 I-IUD units

 mm
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Agencies Less than 250 units 2,052 $27,890 $42,092 $57,637

Region 1 76 $51,665 $61,905 $69,645

Region 2 86 $43,265 $61,709 $77,643

Region 3 35 $46,500 $52,416 $70,000

Region 4 500 $32,793 $47,898 $61,394

Region 5 342 $34,390 $44,901 $59,046

Region 6 586 $24,000 $36,322 $50,462

Region 7 303 $19,113 $31,668 $44,100

Region 8 98 $19,578 $35,859 $50,992

Region 9 14 $42,781 $57,846 $91,044

Region 10 12 $38,475 $55,624 $79,134

*lncludes salary and bonuses, but excludes benefits and other allowances



5%"-,.,.. U. s. Department offlouslng and Urban Development
om» ol’Pnblic nil I-am Honing

Special Atflenliol of: NOTICE: Pm-2011-48 (HA)

Public Housing Agencies; Issued: Ans"! 16, 2011
Public Housing Hub omcc Directors;
Public Housing Pmgmn Centcrbircciors; Bxpirca: Bficctlve until amended,
Public Housing Division Dixcctms; superseded. Or 1980111404
Regional Directors;
Field Ofice Direcion

Cross References:
76 FR 23330
76 FR 40741

Subject? Guidance on Reporting Plblh: Hnlllllg Agency llxecuilve Compqniion
Infomaflon and Conducting Coliplnbifity Analysis

1. .MmMhmmmMmfi$wHlfldhhFdqdR@m
(i.e., 76FR23330md76FR40741), Public HmuingAgaicies (PHA:)thaiadminimcrl-IUD-
uskwdpublichowhgmdbwfingchoiwvunbaplogmnswfllbemqukcdbicponwHUD
nmunflymewmpmnfimpiovidedmadiofmcnfiwhigheacunpmatcdunployemwinch
willflicnbepostedonHUD':websimewiflijobfldcsbmwiflmnunploycenmies.Thiswill '
serveuavaluableuanspuencyandovuaiglnbolandnpointofoumpcrisonforlocalPHA
bocrdsindciuminingappropriatccompensationievcls. Totiutend,allP1-!Abou1lswillal:obe
mquhcdmwndmtcunpenbflhymflyseswhmdaaminingexcmniwdbedormmpenslion
levelaandcerfifyflmtsuohlnanalylishabeenpafinmed.

2. Q51. Thianoiicec (1) prwidcafnfol-n|dion:r|dguidanceonForm HUD-$2725
mbeucdbyPHA|mreponuiemGvecanpeunfimmdu:phhniisnqiiredusc;md(2)
u:phhahowPH_As|mmundixnwmpucbfliiymalysecwflhrcspecttocompcmafion
providedtocxccutivediiecwlsaudcatifyilietthcyhavcdoneao.

3. . TheI0quilII1fl\l:inflll8fl0!iO¢lp|)lylDlllPHA5flll!ldlIfinlfl0Il
publichoucingorhomhgchoicevmmberpmgnm,nwqtfiIPHAsflmopamabousing
choice vonchu program only and receive less than $0 pcrcmtoftheir fimding for cnployccc
fi'om1HJD(d\ish\eludesallHUDprogza:ns). Ex::nptPHAscre|equcstedbutnotrequiredto
suhmitthccompenationinfonnation.

4- -In wiww
deunnlne operating eligibility under the public housing opcrefingfimd fiwrmula, PHA:
flntopaniicl-XUD-assisted public housing nrerequiredtccornplebeandnibmitennuallyaHllD-
52723 fonn. Beginning with the next di.nn1>u:ion of the HUD-$2723, which is projected to

1



occurinSepiember20il,anmdditi0nalfi>rn1,fl1eScbeduleofPositionsandCompensationform,
HUD-52725,wili bedistributedalongwiti1theHUD-52723. PHAsti'mdo not opentepubiic
hmifinguzfimandopaauahomhgdwiwwuehuwogrammlywiliaisorewiwfllm-52n$
finmsatiliesametime. Attanhedliolllienotioeareal-IUD-52725 formandtbeacoompanying
imbudimu,wbiehuosimikrmiheproocdmesudHmdbyd1cImemdRwmin8avicem
collect infisrmatlonontbo five mosthigbly oonipenatetl employees-ofnon-profit
receivirigfederaltaxexernplionis

5. ggbgjghgg. P'HAsihaioperatcpubliobousingwillberequired!:ooompleieibc
HUD-52725£onnmdmbmitltWlfl|IbcirHUD—S2723flnmtofiioirapproprlaleFieldOfioes.
Pflmthadonotopnbpibfichomhgmiunidopaamahmumgdioiwvwchuprogrm
oniyabouidcompinaandreuunthel-IUD-$2725ibrmmibeirFieldOfice,evenfl1onginbeydo
notwmpieietheHUD-S2723. These?!-IAsmusHbiiowihesan1esubmissionscbeduiuaaPi-IA:
dial ope-ate public housing,

6-
Prwlw=HUDsvidnn¢===nd

sound aclminiatrativepractice call for PHAno set executive compensation, paniwlariy fior
mmwfivedhocnorgnaievelwiihmflienngeoftbdpmvidedmwmpanbleexeoufive
employee: (see, firacampic, seciionl-1 oi'Pil-l Handbook 7401.7 (1987)). Consistent with this
principle, while providing maximum flen'bilitytol'HAa, PHABoardaofCommiasimensor
cquivalmtauihoritiossbonld explioitlyconsidercornperabiiityinsotfing or making significant
ohang=wtbecornpusafionofPHAeawafivedindasorofli¢cbiefcmcmniveofl‘waa As
dauniimdbyeadiBond,approp-htedahubmnpnabilhymaybioliidqfiaummpk,
independent compensation survcysandiilfiirmatioulornacei-nirrgoompetlsation providedto
comparable?!-!Acxecutivedii'ec0ors,tocompa|'abie slate and local publicofliciaIs,andio
comparableprivancseonn-executives. 'l"he:peoiflaamq>uoeacbB_oerd,cndwbiiePi-IA:
nomuilynccdnotprovidetiiespeoiflclnfurmationufiiizedflrrthispurposcnol-IUD,theyare
nqni|edmrehiulhisbifumafimmaiprwidokwHUDifmquenedbiaparfiouluuse itis
impmnmfl\¢dlPHABmrdaofCmnmisioluamdcquiniuflanflmrhies\mi:standend
implcmentthescrcquircuncnta. By|nrccmingfl1ePHACcr!ifieationofComplianoewitiiPHA
PhnsmdRelaledRegulafimmbaoounpmyfl:ePHA5-yearendmnuflPHAPlm,the
ChfimasonoftheBoudofCommisiomnwodneuflrwhedPHAofichlwfllw:fi@flmfl|e
PHA has complied with ihe comparability analysis requirements, as they certiiy their compliance
wilhallkdcnilrequiremonu.

7. flg£. Intiicevcntthatafl-iAfnilsto: (i)oomp1ywith
the?!-IA executive compensation reporiingrequii-emenis;or(2) pi-ovideHUD,upon itsrequest,Wlihfl1eapeeifioinfomiafion\medbyflnPHAnooonductacompnabifitynniy|hin
dmr-mmmgu:ecut:vedirec1oroompauafion,HUDmayimpom lnmporarymonetary sanctions
onihcPHA, pursuanll:oSectim|6(j)(4) ofthe U.S.!-loosing Act of1937. Additiona.lly,Pl-IA:thdrweiwanialanccmdwnofionflbmfiilmmbsunfidlymmpiymflimyprovbimofmc
U.S. HousingAct of 1937 relating no the publiohonsingpmogaln, mayhavewiihbcld “amounts
allocamdfortbeaguncy undcrseoticn8‘(aee 6(])(4)(A)(v)), and mayfaceotberranedicspmuun1mHUDmguhfiou.Th¢semwisiomapplytoMl'Wuweilumn-Mfwagumics.



8. hpgg Ibebifinmafioncoileoiionnquhemenisoonhinedbi
fliisdoc\nnqnareappmvedbyflieOficeofMmagancnmdBudgct(OMB)undwflnc
Papa-work Reduction Act of 1995, 44 U.S.C. 2501-3520. The OMB eonirol number la 2577-
0272. hiaccoidmcewithIhePapawakRcdudimA|:,HUDmaynmmnductorsponsor,md
apersonisnotrequircdtozeepondioacoliecaionofinfirrmationnnlcutbeooilecdondispiaysa
currently valid OMB conn-oi number. _

9. .InquirieaaboutibisnoticesbouidbedireotedtoDonaldJ.
Lavoy at (202) 402-6296 or Donn1d.I.Lavoy@hud.gov.

Isl

SandraB.Henriqucz,Asisim!Seomiary
fm-Publiomdlndianflousing

1
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' Asy\mknow,CoogrenpascuimdtbePrddentaigncdiutohwonNwqnber18die
Consolidated and PuriherConiinuing Algn-npiationa M12012, 1>ub1ic Law 112-$5, which
wovldnappropfiaflom&rflmDqmhnauofHoudngandUrbmDwdopnmt(HUD)flIdlof
fiscal ynr2012. 1emwrifingnobringmyowammiioneproviaioniniheActihatrda0esiothn
useofl-iUDfxnida topayaelarieaofpubiichousingeguicy enployccc.

1nparfia11ar,acotion234oftiiie11ofDivisionCoftheAapiovid-esufisllovnz

Nmeofd|efimdamadewailabkhyihiaActfi>rpu:pceaamhofizedundersedion8
(onlywifiimspoetbdaeiamit-@edmIalanlnnmeprogam)mdaecfion9of\he
United States HousingActof1937 (42 U.S.C. 1437 maeq.) maybouaedby my public
houaingagmcyfivrmymnunitofsaiaryjarihednefexewfiveoificuofwhidi,orauy
othaoifloidmanployeeofwlicbjmawedsibeammlmeofbadcpaypayablebr
aposilionatlevelIVoftheEaocutiveScheduiearar|ytimeduringanypublichouair|g
egencyfiacalyeu'2012. (b)8ubaeodon(a)ah.el1iakeefi'eot120de}1aflei-thedaieof
enacima|tofthi;Ad._ '

Aaseotion234(b) names, ihorcei|ictionwi1ltai:ecfie::t120dayul.fl|a'theenectinemof
iheAct, whicbwillbeonlvhrdi17,2012,andHUDwi11bepmvidingmorcqaecifioguidanceon
tbepmviaioninthecomingwefia. Wealaomidnsniidihetmmypublichmidngaguuziuwill
notbeafl'cotedbytiiiaprovision.‘Novu1bdcss,wewan\edio bcsurethatyoulreavranofthc
IH"i°5°flmfi.Nfll66lKmtlpproprinquomfingplanbmme&nmemeoffedca1fimds
byyouragmcywili beiniirl1comp1iancewitinbeAd.

WeetHUDappmdabetbeimpuuntwcrkdonebypd>Hebouingagmdueaossour
nation,mdwiahyoumdyowanployesmdruidcnhtbebeslfwfliehofidayseaaonandflae
New Yoer.

Simneiy,

'\
Vvy

Dqsuty Assistant
Ofice ofField Opflflions .

Cc: Appointing Otfioial
PHA Executive Diremor

wam.lud.gn apaneLbad.gov
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